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TAGS: SENV, CA 

SUBJECT: EASTPORT REFINERY 

1. PITTSTON VICE PRESIDENT KAULAKIS CALLED ON DEPUTY 
ASSISTANT SECRETARY VINE ON JUNE 13 TO DISCUSS PROPOSED 
REFINERY AND MARINE TERMINAL AT EASTPORT, MAINE. KAULAKIS 
STATED THAT COMPANY IS REVIEWING COMMERCIAL FEASIBILITY OF 
PROJECT IN LIGHT OF MAINE BOARD OF ENVIRONMENTAL PROTECTION 
ORDER AND CHANGED ECONOMIC CONDITIONS, PARTICULARLY COST 
OF IMPORTED CRUDE. HE INDICATED THAT IN NEXT 6-9 MONTHS 
COMPANY WILL BE IN PROCESS OF LINING UP CRUDE SUPPLIERS, 
TANKERS, AND FINANCIAL BACKING. UPON COMPLETION OF THIS 
STEP, PITTSTON WILL AGAIN EVALUATE SITUATION AND VIABILITY 
OF MOVING INTO DESIGN STAGE AND ACTUAL PROCUREMENT OF 
HARDWARE. LIKEWISE, COMPANY WILL BE ATTEMPTING TO OBTAIN 
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NECESSARY STATE AND FEDERAL PERMITS IN NEAR FUTURE. PITTS- 
TON DOES NOT SEE INSURMOUNTABLE DIFFICULTIES IN THIS 
RESPECT, AND DOES NOT FEEL THAT ENVIRONMENTAL IMPACT STATE- 
MENT REQUIRED FOR FEDERAL PERMITS WILL POSE MAJOR OBSTACLE. 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 




Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 06 JUL 2006 



2. KAULAKIS STATED THAT COMPANY WISHED TO SETTLE CANA- 
DIAN PROBLEM WITHIN THE NEXT SIX MONTHS, AND THAT PRIMARY 
PURPOSE OF HIS CALL WAS TO ASCERTAIN STATE S VIEWS ON BEST 
MEANS TO APPROACH CANADIANS. HE AGAIN EXPRESSED VIEW 

THAT WATERS OF HEAD HARBOR PASSAGE WERE INTERNATIONAL, 
BUT APPEARED TO MEAN BY THIS THAT WATERS WERE TERRI- 
TORIAL SEA RATHER THAN INTERNAL WATERS. 

3. LOS ASPECTS WERE REVIEWED WITH KAULAKIS. VINE 
INDICATED THAT CANADIANS VIEW HEAD HARBOR PASSAGE 
AS INTERNAL WATERS, WHILE US HOLDS THE VIEW THAT THEY 
ARE TERRITORIAL SEA, WITHIN WHICH VESSELS ENJOY THE 
RIGHT OF INNOCENT PASSAGE. VINE REVIEWED US & CANADIAN 
LEGAL POSITIONS, NOTING THAT IN US VIEW, CANADIANS CANNOT 
ARBITRARILY OR UNREASONABLY INTERFERE WITH VESSELS EN- 
GAGED IN INNOCENT PASSAGE IN HEAD HARBOR PASSAGE. VINE 
MENTIONED BRIEFLY US & CANADIAN VIEWS ON LOS STRAITS AND 
ENVIRONMENTAL ISSUES, AND INDICATED THAT— IF NOT CARE- 
FULLY HANDLED-EASTPORT COULD RAISE IMPORTANT ISSUES OF 
PRINCIPLE WHICH WOULD MAKE MUTUALLY ACCEPTABLE SETTLE- 
MENT VERY DIFFICULT. VINE THEREFORE URGED PITTSTON 

TO SEEK TO HANDLE ISSUE ON A PRAGMATIC TECHNICAL BASIS. 
KAULAKIS INDICATED COMPANY'S DESIRE TO DISCUSS PROBLEM 
IN FORUM DEVOID OF EMOTIONALISM, AND THAT FURTHER POLITI- 
CAL CONFRONTATION NOT IN BEST INTEREST OF COMPANY. 

4. VINE SUGGESTED THAT PITTSTON MAKE DIRECT APPROACH TO 
GOC. HE REVIEWED LOGAN ACT, WHICH LIMITS DIRECT CON- 
TACTS BY US CITIZENS WITH FOREIGN GOVERNMENTS CONCERNING 
CONTROVERSIES BETWEEN USG AND FOREIGN GOVERNMENT. VINE 
INDICATED INFORMAL VIEW THAT ACT NOT APPLICABLE, BUT SUG- 
GESTED THAT PITTSTON'S COUNSEL REVIEW THE ACT. IF COUNSEL 
WAS TROUBLED BY ITS PROVISIONS, WE WOULD BE WILLING TO 
FACILITATE CONTACTS WITH GOC OFFICIALS, OR TO TAKE OTHER 
MEASURES SHORT OF ACTUAL PARTICIPATION IN DISCUSSIONS 
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WITH THE GOC IN ORDER TO MAKE CLEAR OUR APPROVAL OF 
PITTSTON'S CONTACTS WITH GOC. VINE SUGGESTED THAT TECH- 
NICAL APPROACH TO CANADIAN MOT AS LOGICAL NEXT STEP. 
REALIZING STRONG POSSIBILITY EXISTED THAT PITTSTON WOULD 
BE REFERRED TO ENVIRONMENT CANADA. KAULAKIS AGREED TO 
TECHNICAL APPROACH, AND INDICATED THAT INITIAL APPROACH 
WOULD LIKELY BE LETTER TO MOT DEPUTY MINISTER O'NEIL. 

5. VINE REQUESTED THAT PITTSTON KEEP US CLOSELY INFORMED 
OF PROGRESS, OR LACK THEREOF.WITH CANADIANS. HE SUG- 
GESTED THAT APPROPRIATE POINTS OF CONTACT BE ROUSE (EUR/- 
CAN) AND NEF (EMBASSY OTTAWA). DEPARTMENT ALSO SUGGESTED 
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THAT IN VIEW CIRCUMSTANCES, PITTSTON MIGHT WISH TO RETAIN 
SERVICES OF CANADIAN LAW FIRM. 

6. KAULAKIS WAS QUERIED ABOUT THE POSSIBILITY OF USING 
THE PROPOSED ST. JOHN BUFFALO PIPELINE AS A SOURCE OF 
CRUDE FOR THE REFINERY. HE INDICATED THAT PROPOSAL WAS 

IN EARLY STAGE, THAT TIMING WAS POOR FOR PITTSTON'S 
PURPOSES, AND THAT EVEN IF PIPELINE WAS BUILT, COMPANY 
STILL FACED PROBLEM OF SHIPPING PRODUCT FROM EASTPORT. 
KAULAKIS FURTHER INDICATED THAT PITTSTON WOULD LIKELY 
CREATE SUBSIDIARY FOR EASTPORT OPERATION, AND THAT 
PITTSTON WAS CONSIDERING POSSIBILITY OF FINANCIAL 
PARTICIPATION OF OTHER FIRMS IN SUBSIDIARY. KISSINGER 
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